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Market Overview d Market Events
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High Deductible Health
Plans
wlncreased focus on value with

patients becoming consumers
wValue = Quality/Cost

Reduced Radmissions

wResult of Value Based Payment
program

Affordable Care Act

wMore insured
wReduced FFS price (relative to
costs)

wNew accountable care payment
models

Underinsurance

wlncreased bad debt/charity care

Recovery Audit Contracto
(RS

wFocus on reducing short stay
inpatient admissions

Market Consolidation and
New Entrants
wAetna/CVS

wWalmart/Humana
wEtc.

Accelerating shift to
outpatient care
wTransition from traditional

inpatient focused hospital care to
outpatient care

MACRA

wReduced FFS payment to
physicians
wValue based incentives (MIPS)
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Growth of High Deductible Plans "
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THE KAISER FAMILY FOUNDATION

Figure 7.13

Percentage of Covered Workers Enrolled in a Plan with a General Annual Deductible of
$1,000 or More for Single Coverage, by Firm Size, 2009-2018
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* Estimate is statistically different from estimate for the previous year shown (p < .05).

NOTE: Small Firms have 3-199 workers and Large Firms have 200 or more workers. These estimates include workers enrolled in HDHP/SOs and other plan
types. Average general annual deductibles are for in-network providers.

SOURCE: KFF Employer Health Benefits Survey, 2018; Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2009-2017
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Reduced Readmission Rates A
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Trends in Readmission within 30 Days of Discharge
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*HRRP: Hospital Readmissions Reduction Program. Heart attack, heart failure, and pneumaonia were used in the program
beginning in OctobeSoarte htfp Anwivwiithsigoh/bloglR01Gi0R(24kredk cinddvigidabldhespitapieadmissions:himtded in October
2015 and are not included in this graph.

A CMS: 2,665 PPS hospitals to receive penalties in fiscal 2016

(Source: http://www.modernhealthcare.com/article/20150803/NEWS/150809981)
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United States & Vermont Admissions per 1000
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Source: Kaiser State Health Facts, kff.org
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MACRA Rate Changes Summary N
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Implementing the Medicare Access and CHIP Reauthorization Act's (MACRA's) physician payment reforms, 2016-22

2016 2017 2018 2019 2020 2021 2022

Fee
updates 0.5% 0.5% 0.5% 0.5% 0% 0% 0%
inane of two necly designed payment paths Annulfee 0,257 0.75%
: s - 5 updatesasof 2026 MIPS  APMs »
MIPS MAXIMUM BONUS OR PENALTY (+/-)
MIPS« Doctors Clinical —— ., Quality . to
Merit- will be practica 15% 30% of cara determine
ased. gradcd ir'r1|;':rnw_\niu.1r11 " bonuses or ' 4% 1 5% I 7% 9%
Fac;;'g:f on four activities 259 penalties
factors...
eaningful — 30% T Resource
SYStem} ur:li:ufl Ipi:isl [fhi‘ ‘ -4% ‘-5% l 7% l -9% [+;’-§%
continues
after 2022) »
APMs APMs ACROSS-THE-BOARD BONUS
(Alternative
pav;n[erit Do, 5% 5% 5%
models
(5% bonus stops after 2024)
Additional 815 millionavailable every year for measure development
funding

$20 million available every year for technical assistance to small practices

UP to $500 millionauthorized every year for MIPS bonuses
of up to 10% for exceptional performance (2019-24)

Source: "Health Policy Brief: Medicare's New Physician Payment System," Health Affairs, April 21, 2016.
http://mww.healthaffairs.org/healthpolicybriefs/

MARKEOVERVIEW 6



Market Overview d Healthcare Reform N

™ STROUDWATER

A Coverage Expansion

A By 1/1/14, expand Medicaid to all ndviedicare eligible individuals under age 65 with
incomes up to 133% FPL based on modified AGI

Al dZNNByGftes aSRAOFAR O20SNE 2yfé np: 2°
A mc YAttA2Y yS6 aSRAOFAR O0SYSTAOAFINRSaA
A FMAP for newly eligible: 100% in 201@; 95% in 2017; 94% in 2018; 93% in 2019; 9(
in 2020+
A Establishment of Statbased Health Insurance Exchanges
A Subsidies for Health Insurance Coverage
A Individual and Employer Mandate
A Individual Mandate repealed as part of Tax Cuts and Jobs Act (12/19/2018)
A Provider Implications
A Insurance coverage will be extended to 32 million additional Americans by 2019
A Expansion of Medicaid is major vehicle for extending coverage
A May release pentip demand and strain system capacity
A Traditionally underserved areas and populations will have increased provider competitic
A Have insurance, will travel!
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A Medicare and Medicaid Payment Policies
A Medicare Update Factor Reductions
A Annual updates will be reduced to reflect projected gains in productivity
A Medicare and Medicaid Disproportionate Share Hospital (DSH) Payment Reductions
A Medicare Hospital Wage Index
A Independent Payment Advisory Board (IPAB)

A Charged with figuring out how to reduce Medicare spending to targets with goal of
$13B savings between 2014 and 2020

A Summary Impact

ment Changes for Medicare and Medicaid

m Payment Reductions Potential Offsets Reduction through 2022
Medicare DSH Payments $10.2 Billion $7.3 Billion new uncompensated $2.9 Billion
care pool
Medicaid DSH payments $500 Million Medicaid expansion $25 Billion

reduction in FY 2014 rising to $4

Billion/year by 2019

EHR Meaningful Use Incentive $5.5 Billion in 2012 and 2013 to SO None $5.5 Billion
Payments in 2016

PPS Payment Reductions 1.7%

Readmission Penalties Increase from 1% to 2% in 2013

Hospital Acquired Infections 1% penalty beginning in 2015

DRG Payments 1.25% reduction beginning in 2015

to fund value-based purchasing
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2019 IPPS Proposed Rule£24-18/Finalized 8 -2-18 "
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A The Final rule also wouldcrease IPPS payment rates by 1.85 percantd the base
rate for longterm care hospitals (LTCHs) by 1.15 percent

Factor Percent Change
FY 2019 Market Basket 2.8
Multifactor productivity adjustment -0.8
ACA Adjustment -0.75
Subtotal 1.25
MACRA Documentation and Coding Adjustment +0.5
Net increase before application of budget neutrality factors 1.75

A Breakout of increase among hospital categories:

O

Sources:2019 IPPS proposed rule
things to knowEmily Rappleye, 4/25/U&tps://www.beckershospitalreview.com/finance/crmgleases201%ipps-proposedrule-10-thingsto-know.html CMS Fact Sheet 4/24/18scal
Year (FY) 2019 Medicare Hospital Inpatient Prospective Payment System (IPPS) and Long Term Acute Care Hospital (livieCPByPnesp&ystem Proposed Rule, and Request for
Informationhttps://www.cms.gov/Newsroom/MediaReleaseDatabase/Fsiceets/2018Factsheetsitems/201804-24.html
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